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ABSTRACT: In their desire to contain rising IS costs while at the same time becoming
more productive, many corporations are developing an interest in outsourcing part
or all oftheir IS junctions as one strategy for accomplishing these objectives. While
this may make sense for some IS junctions because ofsystems developed with older
technology, another strategy should be to put some emphasis on developing more
effective and efficient systems using CASE technology. In the 1990s, the competitive
advantage will go to those firms that can effectively utilize the fall potential of
information technology.
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INTRODUCTION
Few management trends in recent
years have generated as much interest as
outsourcing or have been so widely
misunderstood. (4) What is outsourcing?
Does it have the potential to threaten the
future existence of MIS departments?
Often users, vendors,and consultants
define the term differently and disagree
about the potential benefits as well as the
risks. Some see outsourcing as a solution to
the shortages of skilled workers. Others
see it as a way to contain rising costs and
reduce staff.
Although there is no hard-and-fast
definition of the term, outsourcing at its
purest level involves the transfer of some
orall ofthe IS assets or staffto a vendor that
assumes profit and loss responsibility. It is
a service that is paid for on an ongoing
basis. (4)
In order to be more competitive in
the global marketplace, large corporations
are looking for ways to cut costs and be
more productive. In the past, IS departments
helped by automating manual functions
and streamlining business processes.
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However, thisprocess, while reducing other
departments' budgets, _increased the IS
department's budget. As a result, IS budgets
are the third highest expense at large
corporations, exceeded only by personnel
expenses followed by travel and
entertainment expenses. (8)
The Yankee Group, a Boston-based
market research firm, estimates that by
1994 outsourcing services for U.S.
companies worldwide will reach almost 50
billion dollars in revenue. (4)
Unfortunately, over the years, we
have reached a point where the lack of
flexible and effective systems development
has resulted in many corporations looking
to outside help to lower costs and improve
productivity. (8) However, today we have
CASE technology to help us build the kinds
of systems we need. We now have an
effective tool to help us compete with
outsourcing vendors for strategic systems
development.

BACKGROUND
Outsourcing has been around for
years but most observers would agree that
the current momentum behind the

outsourcingmovementbeganin 1989, when
Eastman Kodak Co. outsourced its data
center operations to IBM. Since that time,
Kodak
has
outsourced
its
telecommunications systems to Digital
EquipmentCorp.,anditspersonal computer
procurement and maintenance functions to
Businessland. (7)
Other significant outsourcing
contracts since that time have been issued
by Sun Marketing and Refining Co. with a
180 million dollar contract to Arthur
Anderson Consulting Co.; Merril
Lynchwith a 150 million dollar contract to
MCI Communications Corp.; and First
Fidelity Bancorp of New Jersey with a 450
million dollar contract to Electronic Data
Systems (EDS).
As a result of these and other
significant outsourcing contracts, the
question now facing some IS departments
is notwhetherto outsource ornot, but rather
what to outsource. Outsourcers like
Electronic Data Systems (EDS) prefer the
"whole ball of wax" approach to
outsourcing which includes application
development and maintenance as well as
operations - in effect the replacement of
in-house IS. (17)
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